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Economic Perspective 2 
EDUCATION VOUCHERS AND THE PUBLIC INTEREST 
David Williams, Department of Economics 
University of Strathclyde 
Introduction 
Proposals for r a d i c a l reform in the 
f inancing of primary and secondary 
education through the introduction of some 
form of voucher scheme, with payments made 
to parents who, in turn, pay fees to the 
schools that the i r children attend, have 
come in the United Kingdom almost entirely 
from people who are associated with the 
right wing of the Conservative Party. I t 
i s partly for this reason that members of 
o ther p o l i t i c a l groups, as wel l as 
spokesmen of the teachers ' unions, have 
been reluctant to examine the proposals in 
de t a i l (at l e a s t in public), indulging 
ins t ead in d i s m i s s i v e phrases about 
"discredited voucher proposa ls" (Fred 
Jarvis) and "populist nostalgia" (Peter 
Smith). 
to major educational reform, would be 
those coming from the Conservative right.1 
The purpose here i s not to explore the 
r e l a t ive merits of different forms of 
voucher scheme, but to explain some of the 
b e n e f i t s t h a t would be ga ined by 
introducing an appropriate form of scheme, 
to examine the principal objections to 
vouchers and to consider a central premise 
of the proposals currently being advocated 
by the Conservative r ight , namely that a 
shift to a voucher scheme permits reduced 
public expenditure on education. 
The need for reform 
This response i s misplaced. There are 
forms of voucher scheme which are 
c o m p a t i b l e w i t h a wide r ange of 
educational object ives, re la t ing (for 
example) to the level of public funding, 
to special provision for 'priority' groups 
(and t o t he d e t e r m i n a t i o n of how 
'p r io r i ty ' i s to be defined) and to the 
e s t ab l i shmen t of requi red minimum 
standards. The introduction of a voucher 
scheme would be compatible with increased 
public funding of education and with 
special provision to students from areas 
or groups designated as needing particular 
help. There are, moreover, some aspects 
of voucher schemes (or of some types of 
voucher scheme) which promote objectives 
(such as greater choice for most people) 
that should be a t l eas t as important to 
l iberals and to democratic s o c i a l i s t s as 
to r ight wing Conservatives. Asthings 
stand a t p r e sen t , however, the only 
voucher schemes that would be available 
for considerat ion, i f the e l e c t o r a t e 
should turn out to be favourably disposed 
There would, of course, be l i t t l e chance 
of strong support for any radical reform 
of the educational system unless i t was 
fe l t that performance in the public sector 
during the last twenty or thirty years had 
been distinctly unsatisfactory. 
I t i s undoubtedly d i f f i cu l t to provide 
compelling evidence about the standard of 
school performance, partly because there 
i s no agreement about the l e v e l of 
performance t h a t might reasonably be 
expected from the great mass of Government 
funded schools, and partly because i t is 
very difficult to establish which are the 
principal determinants of good and bad 
performance. But a sense of disquiet i s 
widespread. There are sharp differences 
of opinion about what has gone wrong and 
why i t has gone wrong, and there are 
d i s p u t e s about the na ture of reform 
requi red to improve matters. There 
appears, however, to be a large number of 
people, of widely differing po l i t i c a l 
views, who think that quite substant ia l 
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reforms of one s o r t or another are 
required. 
Some cr i t ics feel that the principal cause 
of deficiencies in the system has been the 
failure to spend a great deal more public 
money on education, but the same c r i t i c s 
tend to be u n c e r t a i n about how much 
improvement can be achieved by any given 
i n c r e a s e in expend i tu re . I t i s an 
argument that comes dangerously close to 
r e q u i r i n g an i n f i n i t e expansion in 
expenditure. 
The absence of a mass market for 
educational provision has led many people 
to behave "as if" education was a free 
good. Even if resources were managed in 
an outstandingly effective manner, schools 
would always be asked to provide more than 
i s p o s s i b l e . In a d d i t i o n to the 
deve lopmen t of a wide r ange of 
i n t e l l e c t u a l and voca t iona l s k i l l s , 
schools are expected to provide t ra ining 
for c i t izenship and socially responsible 
behaviour in an increasingly heterogenous 
society. But there must be some means of 
accepting the r e a l i t y tha t , under any 
system, choice i s constrained by lack of 
resources. The question i s : who makes 
that choice, and on what basis? The 
voucher schemes seek to g i v e t h e 
'consumer' ( s t r i c t l y speaking the parents 
on behalf of the student) a greater degree 
of power in determining the choice, and to 
provide them, through the price mechanism, 
with a much greater degree of information 
than i s now available about the real costs 
of various choices. 
The problem of choosing among alternative 
objectives i s compounded not only by the 
very wide range of objectives that a 
school might seek to pursue but by the 
c o n f l i c t i n g views and aspi ra t ions of 
prospective ' consumers ' . Some want 
' t r a d i t i o n a l ' s t y l e s of teaching and 
d i sc ip l ine but others want any of a half 
dozen or more quite distinct alternatives. 
Some want a t t e n t i o n concen t ra ted on 
intellectually demanding subjects, others 
th ink p r i o r i t y should be given to 
voca t iona l a c t i v i t i e s . There are 
considerable differences of opinion about 
the significance that should be attached 
to sports act ivi t ies , with some regarding 
them (in a well-established tradition) as 
of great importance in preparation for 
l i f e and others being act ively hos t i l e . 
Divisions about the ro le of re l ig ious 
education and advice on sexual conduct are 
deep and sometimes bi t ter . 
If decisions on these matters are made by 
public au thor i t i e s (ie the po l i t i c a l 
p rocess ) , p o l i t i c i a n s a re l i k e l y to 
re f l ec t a des i re to avoid open conf l ic t 
with people who might otherwise vote for 
them, and t h i s often means that although 
no one i s outraged by the outcome almost 
no one i s r e a l l y s a t i s f i e d . A more 
decentralised system, which would be a 
consequence of most voucher schemes, would 
be more l ike ly to provide several quite 
different types of school, each seeking to 
a t t r a c t members of p a r t i c u l a r 
constitutencies of consumers. This would 
produce more schools which would offend 
someone's value judgement (eg to take one 
of the areas of difference mentioned 
above: there might be more schools which 
attach a great deal of importance to sport 
and more schools attaching very l i t t l e ) . 
But i t could well offer a much greater 
degree of effect ive choice than i s now 
available, and might produce much better 
r esu l t s because 'consumers' are able to 
pick the type of school most sui table to 
them, while the school i t s e l f would be 
able to r e l a t e i t s a c t i v i t i e s to a much 
more clearly defined sense of purpose. 
Resolving problems associated with 
vouchers 
The most straightforward form of voucher 
scheme is one that provides parents with a 
voucher equal to the average cost of 
schooling of a student (of tha t age) in 
the Education Authority in which they 
live. Schools would be dependent on fees 
for a l l or a substant ia l part of the i r 
income, and would be able to vary the i r 
fees according to the range of services 
to be offered and the i r views about the 
w i l l i n g n e s s and c a p a c i t y of t he 
prospective clients to pay fees. 
Parents would (in this scheme) be allowed 
to supplement the voucher if they wanted a 
broader, or otherwise more expensive, 
range of services to be offered. The 
administrat ion of the schools would be 
decentral ised, and decisions about the 
services to be offered, and the numbers of 
s t a f f to be employed and a d d i t i o n a l 
remuneration to be offered would be the 
responsibility of the headteacher and the 
Board of Governors. All schools would be 
subject to inspection, on much the same 
terms as a t present, and those which 
failed to meet specified standards would 
be ineligible for the voucher scheme. 
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Those schools unable to a t t r a c t students 
would be obliged to close, and there would 
be an i n c e n t i v e for new ones t o be 
established by suitably qualified people 
who think that efficient management would 
make them a viable proposition. A school 
which had a substantial surplus of revenue 
over costs would be able to use that 
surplus to increase sa la r i es or improve 
school f a c i l i t i e s in any way deemed 
appropriate by the managing body. 
Few, if any, of the protagonists of a 
voucher scheme argue that a "full-blooded" 
scheme of t h i s sort could be introduced 
immediately, and there has been a good 
deal of d i s cuss ion about the most 
appropriate stages through which i t should 
be approached. I t i s not, however, 
pract icable in the context of th i s brief 
a r t i c l e to deal with the range of 
suggestions which have been advanced. 
There are, I bel ieve, four principal 
" types" of problem which need to be 
considered in an assessment of voucher 
schemes, though the order of p r io r i ty 
which different individuals attach to them 
may vary a good deal. 
F i r s t , i s the effect on costs . If 
every prospective student i s offered a 
voucher i t w i l l mean that s t a te funding 
will be available for students who would 
otherwise be in the existing private 
sector, where the full cost i s now met by 
parents (unless they are part of the quite 
substant ia l proportion of the private 
sec to r which i s a l ready rece iv ing 
subsidies for one reason or another). 
Thus, other things being equal, public 
expenditure on education would have to be 
increased. The "right-wing" response to 
this has been two-fold. 
I t has been argued that much more careful 
a t tent ion to costs wi l l be forced on 
school management as a consequence of the 
voucher scheme, and that there wi l l be 
much greater awareness of alternative ways 
of organising r e sou rces . I t would, 
however , be r a s h to assume t h a t 
s ignif icant benefits wi l l accrue in the 
short-run. I t i s , indeed, l ikely that 
during a period of experimentation there 
will be quite substantial costs of a type 
that cannot be foreseen. The sensible 
assumption, I suggest, is that costs will 
r i s e for several years, even though the 
increase may not be as much as would be 
expected by people who discount the 
virtues of the market mechanism. 
Another response (from the same quarter) 
is that parents be offered a voucher which 
covers l e s s than the f u l l cos t of 
schooling - 75% of the cost has been 
suggested by Milton Friedman,,for the much 
more prosperous United States, and 80J for 
the UK by Lord H a r r i s , the General 
Director of the I n s t i t u t e of Economic 
Affairs. This would, however, represent 
an enormous burden on low-income parents. 
Alternative suggestions that the value of 
the voucher be closely (and inversely) 
related to the annual income of parents 
would fu r the r compl ica te an a l ready 
complex tax system and would add 
cons iderably to the problems of the 
poverty t rap . 
An increase in educational funding should 
not, however, impose an insurmountable 
bar r ie r to the introduction of vouchers, 
providing that i t was agreed tha t the i r 
introduction would lead to an improvement 
of the quality of the educational service. 
Secondly, cr i t ics have been worried that a 
voucher scheme would lead to deterioration 
of schools in deprived a reas and in 
sparsely populated rural areas. Most 
inner-ci ty schools would be unlikely to 
a t t r a c t students whose pa ren t s could 
supplement the voucher; they would 
probably have to undertake a substant ial 
amount of remedial work and i t would be 
reasonable to expect that they would be 
faced by more than an average share of 
discipl inary problems. Teachers might 
fear that in a decentralised system i t 
would be d i f f i cu l t to transfer to other 
schools (as they can at present) if they 
spent years in the worthy and arduous but 
specialised tasks of teaching in schools 
t h a t have a l a r g e p r o p o r t i o n of 
unenthuastic students. 
I t may, however, be possible to improve 
the quali ty of these schools by offering 
special incentives to teachers who are 
able to demonstrate that they can work 
effectively in these circumstances. This 
would, however, mean that more resources 
would have to be made available. One way 
of doing this would be for the Government 
to designate areas in which schools would 
receive a supplement, payable directly by 
the s t a t e , for each student enrolled in 
the school. This would, of course, 
increase t o t a l cos ts , (at l eas t in the 
short-run). 
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A third problem that i s frequently raised 
i s tha t many parents w i l l be unable to 
make well-informed judgement about the 
b e s t s choo l for t h e i r c h i l d r e n . 
Educational experts find i t d i f f i cu l t to 
assess schools, so i t would be surprising 
i f people wi th l i t t l e exper ience of 
education were not sometimes to make 
mistakes. The c r i t i c a l ques t ion i s 
whether less well-informed parents would 
be more likely to make mistakes than they 
do a t present. Many people have l i t t l e 
effective choice under the present system, 
and i f they are considering changing 
schools they wi l l be given very l i t t l e 
comparat ive in fo rma t ion . With the 
voucher scheme described here they wi l l 
have the protection of standards offered 
by the I n s p e c t o r a t e . Each school 
competing for students wil l have a strong 
incentive to set out very c lear ly i t s 
programme of work and to explain i t s 
supposed advantages, and each will have an 
interest in exposing any real deficiencies 
in i t s c o m p e t i t o r s . In sho r t , the 
parents should be l e s s l ike ly to make 
mistakes than i s now the case. 
The fourth problem concerns members of 
s taff in schools which f a i l to a t t r a c t 
enough students to make them viable. In 
the long-run, when there has been a great 
deal of experience in dealing with popular 
c h o i c e in e d u c a t i o n , i t might be 
reasonable to suppose that the proportion 
of fa i lu res in any one year would be very 
small and absorption of the more capable 
teachers elsewhere in the system would not 
cause severe difficult ies. In the short-
run, however, there could be a large 
number of schools faced by substant ia l 
loss of students, e i ther because they 
really are poor schools or because parents 
have made mistakes. Some of the teachers 
involved may be poor teachers who rea l ly 
should not be in the system, but many will 
be capable teachers who just happen to be 
in a school that has failed. Among these 
c a p a b l e t e a c h e r s t h e r e may be a 
considerable number who wi l l be unable, 
because there are so many of them looking 
for a job in the f i r s t year or two, to 
find a place in another school. 
Some form of compensation should be made 
available during a transitional period for 
teachers who lose their jobs in this way. 
I t w i l l almost c e r t a i n l y be very 
d i f f i c u l t , i f no t i m p o s s i b l e , t o 
adequately dis t inguish more from l e s s 
competent teachers. Total payments for 
compensation might, as a consequence, be 
high for a few years. 
Conclusion 
An adequately worked out and funded 
voucher scheme would produce substant ia l 
benefi ts : i t would encourage innovation 
and ef f ic ient use of resources; i t would 
give the "consumer" a much c l e a r e r 
understanding of the costs of providing 
educational services; i t would provide an 
incentive for schools (presently existing 
schools and ones tha t would be se t up 
after the scheme was introduced) to offer 
programmes t h a t met the needs of 
p ro spec t i ve cus tomers , and i t would 
greatly extend the choice of the consumer 
both by encouraging a much greater degree 
of d i f fe ren t ia t ion among schools and by 
making i t easier for students to move from 
one school to another; the most effective 
schools could expand and the l e a s t 
effective would be obliged to improve or 
close down. 
I t i s n o t , however , a r e a s o n a b l e 
expectation that these benefits would be 
achieved without a substantial increase in 
public funding of education for many years 
a f t e r the i n t r o d u c t i o n of a voucher 
scheme. 
The early years of experimentation would 
inevitably produce fa i lu res as well as 
successes; the more prosperous members of 
the community would be able to take them 
in the i r s t r ide but for lower income 
groups the effect of local fa i lure could 
be d e v a s t a t i n g - t h e r e could be 
substantial areas without a viable school 
- unless generous provision was made from 
pub l i c funds to cover a v a r i e t y of 
con t ingenc ie s during a ( fa i r ly long) 
transitional period. 
The argument here i s s i g n i f i c a n t l y 
different from that usually put forward in 
favour of voucher schemes in the United 
Kingdom. Voucher schemes are said to 
have many virtues in their own right, but 
i t i s contended tha t so far from leading 
to a reduction of public expenditure on 
educat ion they w i l l r equ i r e for a 
considerable period of time an increase, 
and perhaps substant ia l one, in public 
expenditure. 
FOOTNOTE 
1. The IEA Hobart Paperback No 21, The 
Riddle of the Voucher, by Arthur Seldon 
offers an excellent introduction to the 
arguments in favour of voucher schemes 
t h a t have been put forward in the 
United Kingdom. 
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